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The U.S. Securities and Exchange Commission
450 Fifth Street, N.W.

Room 3099 ()
Office of International Corporate Finance %ﬁ? 't’
Mail Stop 3-7 - ®
Washington, D.C. 20549

Re: Wing Hang Bank, Ltd. (Ref.: 82-3629)
Information Exemption File #12g3-2(b)

On behalf of Wing Hang Bank, Limited, a company incorporated in Hong Kong,
I am furnishing herewith the below listed document pursuant to Rules 12g3-2(b)
(iii) under the Securities Exchange Act of 1934 (“Exchange Act”):

e Result Announcement on 9 August, 2002
* Interim Report 2002 PR@CESSED
SEP 2 0 2002
THOMSON
Yours very truly, FINANGIAL
WING HANG BANK, LTD.
Louis C W Ho

Director and Secretary
Encl. g\gﬁ q {

161 QUEEN'S ROAD CENTRAL, HONG KONG
TEL: 2852 5111  FAX: 2541 0036
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WING HANG BANK, LIMITED

ANNOUNCEMENT OF 2002 I

Advances to customers = hy Industry sectors

ERIM RESULTS

The information cancerning sdvances to cuscomers by indusiey seciurs has been clasified according to the usage of

the loan and is saied gross of.any provisians.

Loans for vse in. Hong Kong
Industrial, commerciul and tinancial
- Property developmen:
— Propenty invesimen!
- Finuncial coneesns
- Storkbrekers
- Wholesale and retail irade
~ Mancfacturin
- Transport and transpert equipmenl
- Share financing
= Qshers

Individuals

~ Laans fof the porehase of fats in the Home
Ownership Scheme. Private Sector Participation
Scheme and Tenanis Purchase Scheme

- Loans for the purchase of othet resideniz)
praperties

- Credit card advances

- Others

Tradz Fnance
Loans for use auiside Hong Kung

- Maciu
- Qthers

301h June, 2002

318t December, 200F Change

o

426,417 334197 274
5.875,935 5545017 At
§07.7%0 562.746 94
317008 59.047 24
§17,787 864,411 54
888.311 968,820 -8.3
.791,68% 1619465 ng
116,360 255,709 153
2,727,998 2.393.668 57
680,642 722,890 B
10,054,389 10,799,639 -6.9
351,392 463,121 2241
260422 2.833.500 [
1852377 1,575,554 16
3.:338.208 3.340.848 6.4
24,642 2371342 148
35,463,657 38.515.044 0.2

AQYABCES 1o CHSIOMErS, non-prrfOrmIng Jouns and overdue advances - by gengraphical area
The geographical informarion s been clussified by the fucation of the counterparties affer taking into Jecount any
risk transfer, In general. such rransfer of tisk akes place if the ¢launs re gearnnieed by a party in 2 coulry which is
different fram <hat of the counterpasty or it the claims use v in pverscas branth of w bunk whose head office is

lacated in another country.

3uth June, 2002

Taral udvances

Non-performing Overdue avances or

10 cusiomers foans  over thes monihs
Hang Kong 28.978,367 1078061 557,665
Macau 3,096,090 160,169 181,183
Peogle’s Republic of China 2038769 17,931 6,717
Others 353,411 - -
38,463,657 1.186.161 765,535
3ist December, 2001
Tolal acvances  Nun-performing Overdue advances for
0 customers loans  over threz months
Hang Kong 20432217 1,113,746 740,417
Macay 2459.868 159.879 145,841
People’s Republic of Chins 1,475,900 16170 3512
Others 747,202 - 25
15315.24 1,349,795 919595
Overdue and rescheduled advances
30th Juse, 2002 313t Décember, 2601
Amount % of totol advances Amaeal % af total advances
Gross afvances 10 eusiomers which
Bave been averdue for
§ manths or fess but over 3 months 797 060 291,34 082
1 year or less but over § moxchs 30,029 168 250136 071
Over 1 jew 123,709 0.1 371125 108
265535 218 91459 259
Amount of colliera! held 653271 L&
Secured balance St A4 £46,525
Unsecured balance 254,095 mon
Specific provisions 14312 1821
Rescheduled advances 448498 1.26 418425 1.3

There wete ao overdue advances far over 3 maathx and rescheduled 2gvances to bunks and other financial institutions

o1 30th June, 2002 and 318t Decamber, 2001,

{7) Other overdue assets

30th

June, 2002

315t December, 2001

023ep 1 FHA g

113} Off-bulance sheet exposures
i) Contingent liabilities and commitments

The following is 4 summary of the coniractual armawnts of edch significant class of contingent liabilities ung

commitments;

Direet credit substitues
Transaction-related contingencies
Trads-related contingencies
Other commitments

Others

{b) Derivatives

30th June, 2002 31st December, 2001

422,430 398,317
15,957 17,7456
1,235,970 1,156,627
4,088,678 3,710,562
3,226 21,988

5,866,258 3.305.260

Derivatives refer to finantial coniracts whose volue depends on the value of one of more underlying assets or

indices.

The foliowing table is o summary of the notional umounts of each significant type of derivatives.

Exchange rate contracts
Tnterest rate contracts

30th June, 2002 31st December, 2001

13,991,124 9261734 »
5,723,600 208832 '
19.714.724

The replacement costs and credit risk weighted umounts of the apave orf-balance sheet exposeres zre us foliows
These amounzs do not take into account of the effects of bilateral netting arrangements

30th June, 2002

315t December, 2001

Replacement cost

Ceptingent fiabilities

Credit risk
weighted smount

Crecit risk

Replacement cost weighted amotnt

and commitments NIA 718,918 NIA 639,978
Exchange rate contracts R ak) 54,108 16T 3819
inrerest rate contructs 34448 10,109 1047 7407

74,219 783,133 31721 £35.384

{13} Capital adequacy and liquidity ratios
(up Capital adequacy ratto

Core capital
Paid up ordinary share capital
Share Premivm
Reserves
Others

Eligible supplementary capital

Reserves on revaluation of land and interesis in land
Unrealised loss on revaluttion of non-trading securities

General provisions for doubtful debs

Total capital busc before deductions
Deductions from total capital base

Totuf capital base after deductions

Unadjusted 20 adjusted capital adequacy ratin

30th June. 2002 3151 December. 2001

(As restzted)

263,459 293,429
330,677 329.999
476,968 1334,105
251,488 42386
5652589 5,400,319
124,700 224,700
(1.543) 11.574)
387,973 361,124
581,132 384,350
§,233.921 5,984,669
(1903841 (1983791
6.043.387 5.786.290
17.0% 5%

The unadjusted capital adequacy rativ ix computed on o consolidated basis cavering the Bank and certain of ils
financial subsidiaries as specified by the Hony Kong Monetary Autharity far its tegulatoey supervision purpascs.
and is in accordanee with the Third Sthedule to the Hong Kong Bunking Ordisance.

The adjusted capital adequacy ratio incorporiting market risk is computed un the Yame consolidated basis, aud

is in accordance with the madulc on "Muintenance of Adequucy Capital Against Market Ris

Policy Manual issued by the HKMA.

(b} Average liguidity ratla fur the perivd

Average liquidity ratia for the first six monthy ended

under Supervisory

30th June, 2002 30th June, 2001

34% 47.2%

The average liquidity fatio for the period includes the liquidity positions of all overseas branches, Hung Kung
offices and financial subsidiaries in ifs caleulation, which ix the baxls of computation agreed with the HKMA,
and has been campuled in accordance with the Fourth Scheduls to the Hong Kong Bunking Crdinance.

REVIEW AND PROSPECTS

Hong Kong's economy has remained aliggish in the lirst half of the year as the US ccanomic tecovery fell shors of

+ Debt securities .

T *Other a

5¢i Debt securitics *Other asseis

investment, Akhough expart growth has shown signa of im
ercent for the year 20

Pessistent deflutlon, sising unemployment and wage reductions have ontinusd to depress consumpiin and

pravement, Hong Kang's GDP in forecasied to edge up oaly ane
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INTERIM RESULTS '
The Directors of Wing Hang Bank, Limited announce that the unaudited results of the Group for the six months ended 30th
lune. 2002 are as follows:
(Expressed in thousands of Hong Kong dollars unfess otherwise stated in the text) i
Unaudited consolidated profit and loss account ‘
Six months ended ¢
Notes 30th June, 2002 30h June, 200! Change K
(A restated) % K
[nterest income Lizz2m 1,877,744 . i
Interest expense (390,087} (1.103.042) : :
Net interest income 732,188 774,702 -5.5
Other operating income 181,231 173.500 4.5
Operating income 913,416 948,202 37
Operating cxpenses . (a) (295,612) {289,801) 2.0 B
Operating profit before provisions 617,804 658,401 -6.2 ;
Charge for bad and doubtfu! debts (220,000) (180,000) 22.2
Operating profit 397,804 478,401 -16.8 I
Gains on revaluation of investment properties b
and disposal of tangible fixed assets 1,387 181
Profit on disposal of held-to-maturity securities 9 358
Profit on disposal of non-trading securities 19,388 639 Lt
Provision written back for held-to-marurity securities - 3934 s
Profit on ordinary activities 418,588 481,513 -13.4
Share of net Jasses in associated companies {3,811) -
Profit before taxation . 415,677 483,513 <142 ‘
Taxation {b) (43,365) (50,907)
Profit after taxation e 432,606 BERI
(Profit)/iosses attributable to minority interests (158) 29
Profit attributable to the shareholders 371,554 432.635 BER 3
Dividends attributable (6 the period:
Interim dividend declared 108,580 108,569 0.0
Underprovision of final dividend in respect of ' 3
N previous year 5 20 ;
108,605 108,589 0.0
HK$ HKS
Earnings pcr’shar: ' R
N Basic and diluted {e) 127 1.47 -141
Interim dividend declared per share 0.37 0.37 0.0 b
Unaudited consolidated balance sheet ’ ;
30th June, 2002 31t December, 2001 :

(As restated)

ASSETS |

Cash and short-term funds 10,649,198 9,773,340 i

Placements with banks and other financial institutions it
maturing between one and twelve months 2,849,101 2.711.269 b

Trade bills less provisions 343,588 285.2M

Certificates of deposit held 442,631 452,814 i

Trading securities 6,705 6,542 N

Advances (o customers and other accounts less provisions 35,546,756 35,658,856 )

Held-to-maturity and non-trading securities 4,689,199 4,838,496 b

[nvestments in associated companies 57,260 60,771 5

Tangible fixed assets . 1,218,624 1,272,196

Goodwill 1,745 2035

Total assets $5.904,.817 55.061.592 '

LIABILITIES

Deposits and belances of banks and other financial institutions 1,064,925 412,980 b

Current, fixed, savings and other deposits of customers 44,876,090 . 45.697,76) s p

Certificates of deposit issued . 3,347,400 2,486,419 . E

Other accounts and provisions . 438,593 410,539 . k

Total liabilities 49,727,018 - 45,007,701 W

CAPITAL RESOURCES :

Share capital 293,459 293,429

Reserves 5,862,302 5,738,582

Shareholders’ funds 6,155,761 6,032,011

Minority interests . ' 21,038 - '21,880

Total ljahilities and capital resources” ) ) 55,904,817 , C - 55,061,592

Notex:

Bt
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have Been ovedit for
-6 monihs of Ieas but over 3 mahs

£ yeat or lest but over § months

Over 1 year

- 1077 - 2014
- 1537 - 1,667
- 2825 - 2599
- 5.039 - 6.1

* Other assets refer to trade bifls wnd acerued inserest.

The reconclilation between pverdue and rescheduled loans and non-performing loans

30th June, 2002

Gross advances to customers and rescheduled toans which have been

overdue for aver three months:

Gross advances o customers which have been overdue for aver

three months
Rescheduled advances

Less: Louns overdue over 3 imenihs 3nd un whizh incerest is sil}

being scerued

Add: Loans overdue for 3 months of less ant on which interest is being
placed in suspense of on which interest uccrual has ceused

Torob nos-pesforming foans

Cross-border claims

1.256.161

315t December, 2001

f

768,535 915.595
445391 478,625
1211426 1,398,220
173970

170,119 128,545

1.349.795

The information concerring cross-bords: claims has been classificd by the location of the counterparties after taking

inte accouat any risk trunxfer. In general, such transfer of risk takes pla

i the ciaime art guaranieed by o pay in 2

country which iy gifferent from that af the counterparty of it the cluims are on an overseas branch of a bank whase
head office is lacated In unother country.

Macay

Peaple’s Republic of Chira

Quaer Asia Pacific

Uniteg Staes

Other North and South
American countries

Middle East and Africa

Germany

Other European countries

Maeay

People’s Republic of Chiny

Oiker Asia Pacific

United States

Other North and South
American countries

Middle East and Africa

Burope

Currency risks

J0th June, 2002

Banks and other
financial Public

instiwtions sector entifies Qthers Totad
249,682 - 3,603,919 3,883,571
649,40t 1410 1.899.513 2.350,334
2,041,482 - 20833 1846317
1,711,033 - 157,653 1.668,686
160,384 - 3,89 491,918
653 - - 653
2,429,150 - - 2429,150
2,580,177 - 179,694 7,759,871
18121932 1410 577,688 23,000,997

3151 December, 2001

Banks and other
financiat Public

insiitutions  secior entiies Others Total
21871 - 3368375 3592646
531882 28025 1,756,200 266,237
2.506.606 - 07,527 3214133
1.476.500 726,285 124249 2327044
164,937 - 30477 1035614
559 - 35 594
8132349 - 211,553 8,243,902
13,826 704 734400 6.199.085 20,780,170

The et positions o net structural positions in forcign currencies are disclased when each currency constituies 10%
or mace of the respective total net position or total net structusal positiun in all fareign currencies.

30th June, 2002

31st December. 200t

Equivalent in millions of HKS Uss Total usy Total
Spol assets 13,154 19,792 13.535 19.294
Spot Labilities nLm (14,2821 12,179} (18,129
Fosward purchases 6321 927 31417 2882
Farssurd suies (7,189 18,2084 4,092 (R
Net lung positions 238 229 f2t 128
30th June, 2002 31xt Decembur, 2008
Mucau Macau
Equivaleat in mitlinns of HKS Putucas uss Totak Patacas uss Toul
Net steuctural positinng 399 135 535 320 136 456

Reseryes

Share premium
Capitul reserve

Gentral reserve

Bank premises revaluation eeserve
Inveciment revaluztion reserve
Capital redemption ceserve
Unappeapriated protits

Tatal reserves

30tk June, 2002

£.842.302

31xt December, 2001

(As restated)

330,677 329,999
215,508 215,909
,100.217 2,100.178
321000 371,000
2 {486

769 769
2893708 2771593

5,738,982

During the fiest six months of the year, the banking ifdustry contiaued to suffer from weak loga demand and excessive
figuidity. [n this environment. banks have diversified to afternative channes for deploying wurplus funds, such as investments
in debl instruments end expansion beyond the domestic market by exploring lending opportunitics in the Mainland,

At Wing Hang, we have continued to expand our aciivity In China and Macau fo compensate for the Inckluster growth in
Hong Kong, We have also achieved satisactory loat growth for equipment. transport and trade finance,

In Muy, we received spproval from the People's Bank of Ching to operate Reaminbi business with foreign-funded enterprises
and foreigners in China as well as to extend foreign urrency services lo domestic Chinese corporations operating in the
Mainland. The new approval for our Shenahen Branch will eable us to broaden the scope of our banking activities in
China and enhance out ability 1o beiter serve our exiating and potential customers.

For the First six months of the year, profits attributable to sharchalders amounted to HK§371.6 million. representing a
decrease of 14.1 percent over the same period last yeor. but an ingrease of 7.3 percent over the second half of 2001
Earnings per shate declined 14,1 percent to HK$1.27. The Boord has recommended an interim dividend of HKS0.37 per
share. the same as in 2001,

The Graup's total opecating income declined 3.7 percent o HK$%13.4 million, While fes income increased moderaiely by
4.5 percent, net imterest income declined 5.5 percent (o HK$T32.2 million dus to narrowing inerest margins.

Net interesi margin fell (rom 2.85 percent (o 2.66 peseent s @ resull of continuous pricing pressure on mortgages and
fower yields from inicrest free tunds. This wus, howeves, panly compensated by increased cantributions from the Bank's
higher yielding asseis und treasury aclivities, When compared with the second half of 2001, the net interest margin
temained scable, signaling a slow down In the re-pricing af residential martgages.

Other operating income increased 4.5 percent to HKS181.2 million due to continued grawth in the sale of insurance. unit
irust and foreign exchange businesses. Panially offsetting this growit was o decrease in share brokerage and faan commission
income.

The Graup continued with is cost-containment programme during the period. but due to higher expenses aliacated for
business development efforts, dperating expensey increased marginally by 2.4 percent between the flrst Aalf of 200¢ and
2002. As a resish. the Group's €ost income rafio inereased slightly 10,324 percent.

Total aduances to customers remained unchanged ai HKS35.46 billion. We sxperienced satisfactory growih in equipment
finance and increased fendiag activities in Chins. There was, however, o decline in residential mortgages due (o intense
competition and a slow groperty murket,

The consumer tending market, in particular credit cards. has alho beeome increasingly difficult as a result of the high
enemployment rai¢. declining convurmer speading and a rising number of personab bunkruptcies.

On 1 more pasitive Rote. we have further expanded our lending activitias in China by offtring residentiul martgages ns welt
s commercial loans for aur customers who have estublished businesses there,

We heve alvo enhanced our treasury function and invesied surpius funds in high investment grade bonds and ather debe
imstramens in ordef to gencrats betier ield while &ill ensuring sirong liauidty. We coniinued 0 spearhead grawh i the
marketing of life insurance and the wnit trust business in order to imprave fee incore.

The Bank's Macay subsidiary performed well during the periad, uchieving 72 percent and 2.7 percent growth in loans und
deposits respectively despite a lackluster economy.

Total deposits increased slightly o HK$49.29 billlun despite a dzop in customer deposits. The Bank launched retaike
structured Certificates of Deposit totaling HKS4S0.0 miflion, which were welf received by the marke,

The Group's capital adequacy natio and average liquidity ratio stood a1 17.0 percent knd 39.4 percent respectively. Qur foun
10 deposit ratio dropped slighily to 72.0 pescent against a weak Ioan demand and u deflationary environment.

For th period undse review the level of non-geriermung laans drapped fo HKS .36 billon, or 354 pescent of wotal loar.
Charge for bud and doubiful debts inereased 22.3 percen! to HKS220.0 millian and the increase was mainly earmarked for
charge-off due o persanal bankrupicies. Compared with the second half of 2001, charge for bad and doubtfut debis
decreased 9.5 percent due to improvemems in the commercial und property loan portfolio.

For the second half of the year, strang esport growth in China will eesult in faster re-export growth in Hong Kong and a
weaker US dollar should help our ¢xport competitiveness. Private consumption and investment, however, dre expecied fo
remain slow along with declining asses values and rising unemployment. The prevailing low interest rate environmeni
should benetit Hong Kong's recovery but the pace of recovery would depend on the performance of the US ecanomy.

As the Hong Kong economy becomes increasingly Integrated with The Pearl Delta Region, we will step up our efforis on
growth in Chira, We will expand our commerciu! leading business to Hong Kong's investors. leveraging oh our presence i
Shanghai. Guangzhou and Shenzhen. The approval to operate Renminbi business is expscted 10 accelerate the grawh of
our Shenzhen Branch. [n Hang Kong. we will continue (0 promate our wealth management activities, especially Hie
insurance and unit trusts 10 enhance our fee income.

With a slowly recovering economy in Hong Kong, w8 look forward 1o more positive growth through innovition in the range
of aur products and services,

INTERIM DIVIDEND
The Direciars are pleased to declare an interim dividend of HK3$0.17 per share, to be paid on Thursday, 12th September,
2002 lo shareholders whose names are on the Register of Members on Sth September, 2002.

CLOSING OF REGISTER OF MEMBERS

The Register of Members of the Bank will be closed trom Monday, 214 September, 2002 to Thursday, Sth September. 2051
both days inclusive. during which periad no transfer of shares can be registered. tn urder to quulify for the above dividend,
all transfers accompanied by the relevant share certificates must be Jodged with the Bank's Registrars, Computershare.
Hang Kong [avestor Services Limited. Shops 1712:1716, 17/F, Hopeweli Centre, 183 Queen's Road Bast, Wanehai, Hony
Kong. for registracion ot later thun 4:00 pm. on Friday, 30th Agust, 2002,

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Bani has camplied throughout the period wilh the Code of Bet Practice as set out in the Listing Rules of The Stock
Exchange of Hong Kong Limited. except (hal a specified term wus not fixed for the appointinent of Non-cxecutive
Ditectuss.

PURCHASE. SALE, OR REDEMPTION OF SHARES

Thete were 00 purchases. safes or redempiivns by the Bank. or any of s subsidiaries, of the BankW shares during the six
monthx ended 30th June, 2002.

STATUTORY ACCOUNTS
The fiaancial informutian in chis interin resales is unaudited and dues Aot constitdte statutary aceouncs,

By Order of the Board

Patelek ¥ 8 Fung

Chairman and Chicf Excerive:
Hang Kang, bch August, 2002

A devailed resoles amnomncement comining bl the infurmation requived by puntgrphs V8111 10 48(81 uf Appeniz (6 of Litiing
Rules will be rubregmently puliisheit i the Stort Evchanrve's websile In due vostse,

Remarkr:
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{¢) Tazatlon

Taxatlon in the consolidsted profit and Joss xecosnt r:pmenu. ! -

$ix moaths ended

30th June, 2002 364h Jure, 2000 .
Provision for Hang Kong profits tax : 30,68t 38,802
Overszat taxstion T 12,684 12,108
43,368 50907

43365

The provision for Hong Kang profits tax is based on ta estimate of the astessable profita for the period at 16.0% (2001: 16.0%). Overscas
faxation is provided af the appeopeiste current rates of taxation ruling in the countries in which they operate. No peavision for deferred
@aatinn has been made as the effect of all timing differences is immatesial,

(¢)  Earsiags per share and diluted earnings per share
The calcolation of carmings per shars is based o profit atisibutable to the shacchalders o the six manths ended 30tk lune, 2002 of
HK$371.554,000 (2001: HK$432.635,000) and on the weighted average number of 293,445,406 (1001: 293,427,041} crdinary shares in
issue during the period. The calculation of dilused earnings per share is based on profit sttributable to the shareholders for the six months
ended 30th June, 1002 of HKS371,556,000 (2001: HKS432,635.000) and on the weighted wverage number of 293,534.685 (2001
193,606.280) ordinary shares in issue during the period after adjustment of all dilutive potential shares,

(@) This imerim reselt is prepared on u basis consistant with the 2ccounting palicies ndapled in the 2001 annual accounts except that with
effect from Ist January, 2002, the Group adopted the new Staterient of Siandards Accounting Practics 34 "Employes Banefits” issued by
the Hong Kong Secicty of Accountanls, I prior period, the Group did not provide for the lisbillties i respect of its employees’ vesied
annual leave, SSAP 3¢ requires that obligations in respect of these envitlements should Do accrued as soon a5 services are rendersd, The
changes have been appiled retrospectively, resuliing in prior period agjustments with the apening balance of shareholders’ fund as ot Lst
Janvary, 2001 and Ist January, 2002 decreased by HKS$11,772,000 and HK$ 13,290,000 respectively. The comparative figure in raspect of
staff costs for the prior perind has been restared by an intrease of HK$759,000.

The interim result has been prepated in accordunce wilh the requirements of the Maia Board Listing Rules of The Slock Exchange of
Hong Kong Limited, and folly complied with the module on “Interim Financial Disclosre by Locally Incorporated Authorised Institutions”
under he Supervitory Policy Manual issued by the Hong Kong Monerary Authority ("HKMA")

Unaudited Supplementary nformation
(1) Segment reporting "
{a) Business segments

Retail bonking ectivities include acceprance of deposits, residential mortgages, hire purchase and consumer
loans.
Coerpartate banking activities include 2dvance of commercial and industrial loans, trade financing and institutional
banking.
Treasury activities include foreign exchange services, management of investment securities and trading activities.
Other business activities include insurance business, stockbroking activities and services for retirement schemes,
Unallocated items mainly comprise the shareholders' funds, investments in premises and property investment
and other activities which cannot be reasonadly allocated to specific business segments.

Operating income . Profit before taxation
Six months ended Six manths ended
30th June, 2002 30th June, 2001 30th June, 2002 30th June, 2001
{As restated) (As restated)

Retail banking 585,316 552237 192,508 213,997
Corporate banking 197,873 195,409 105,288 82021
Treasury 65,171 52,241 78,368 47.939
Other 21,683 23,080 3,338 6.033
Unellocared 62,314 i 143,220 35478 133,523
Inter-segment elimination (18,938) (17,985) - -

913.416 948.202 415,077 483513

(b) Geographica) segments

The information concerning geographical segments has been classified by the focation of the principal operations’
of the subsidiaries, or in the case of the Bank itself, of the location of the branch responsible for reporting the
resulis or booking the assets.

Qperating {ncome Prafit befare taxation
Six months ended Six months ended
30th June, 2002 30th Juse, 2001 30th June, 2002 30th June, 2001

{As restated)

Hong Kong 850,179 847,018 378,096 397,951
Macau 116,454 115,423 71,814 70,247
Qthers 36359 25.082 25,343 15.581
Inter-segment elimination (89,876} (39.321) (60,176) (266)
913.416 948.202 415,077 483513

{2} Advances and other accounts
30th Jupe, 2002 31st December, 2001

Advances to customers 35,463,657 35.515.244
Advances to banks and other financial institutions 190,695 206,533
Specific provisions for bud and doubtfu! debts (300,739) 270.508)
Gencral provisions for bud und doubriuj debis (355,544) (358,406)
Accrued interest and other accounts 548,687 563,993
35,546,756 35,658,856
(3} Non-performing loans

The advances net of suspended interest, on which interest is being pluced in suspense or on which interest sccrual has
ceased, the amount of suspended interest and specific provisions made after tuking into account the value of collateral
in respect of such advances are 2s follows:

30th June, 2002 3!st December, 2001

Gross non-performing advances 10 cusiomers 1,256,161 1,349,795
Gross non-performing advances as 2 percentage of total ndvances 10 customerd 3.54% 3.40%
Amount of collateral held 845,121 911945
Specific provisions . 299,298 267,353
Suspended interest 471,140 N 470,639

There were no advances (0 banks und ather financiul institutions on which interest is being placed in suspense or on
which interest ucerual has ceased on 30th June, 2002 und 31st December. 2001,
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BE_SE_F BE_ZTZT—F BE_EES
AB=+AL ~A=Z+THLE AB=+AHL
~EA ~E A ~xEA
Six months ended Six manths ended Z1&  Six months ended
30th June, 2002 30th June, 2001 Change 30th June, 2002
HK$m HKSm 0 Us$m
BERESZEF Profit Attributable to
Shareholders 372 433 -14.1 47.7
ErgsN Dividend 109 109 0.0 14.0
HK$ HK$ 0 uss
BRER Earnings per share 1.27 147 141 0.16
BERERE Dividend per share 0.37 0.37 00 0.05
% %
BRI A B Cost to Income Ratio 32.4 *30.6
FHAERBRE Return on Average Assets 135 1.59
FHOREERE Return on Average
H X Shareholders' Funds 12.3 15.2
—EE_F —EE—F —BE_F
ANA=+H +-A=Z+—8H =g ~NA=+H
30th June, 2002  31st December, 2001 Change 30th June, 2002
HK$m HK$m % US$m
BREE® Shareholders' Funds 6,156 * 8,032 2.1 789.2
BEX Total Deposits 49,288 48,597 14 6,319.0
CYN Advance to Customers 35,464 35,515 0.2 4,546.7
BEE Total Assets 55,905 55,062 15 7,167.3
HK$ HK$ % uss
BREEFE Net Asset Value per share 20,98 * 20,56 2.0 2.69

m = million (B &)

US$1.00 = HK$7.8

*  Restated B
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Hong Kong's economy has remained sluggish in the first half of the
year as the US economic recovery fell short of expectation. Persistent
deflation, rising unemployment and wage reductions have continued
to depress consumption and investment. Although export growth
has shown signs of improvement, Hong Kong's GDP is forecasted to
edge up only one percent for the year 2002,

During the first six months of the year, the banking industry continued
to suffer from weak loan demand and excessive liquidity. In this
environment, banks have diversified to alternative channels for
deploying surplus funds, such as investments in debt instruments
and expansion beyond the domestic market by exploring lending
opportunities in the Mainland.

At Wing Hang, we have continued to expand our activity in China
and Macau to compensate for the lackluster growth in Hong Kong.
We have also achieved satisfactory loan growth for equipment,
transport and trade finance.

In May, we received approval from the People's Bank of China to
operate Renminbi business with foreign-funded enterprises and
foreigners in China as well as to extend foreign currency services to
domestic Chinese corporations operating in the Mainland. The new
approval for our Shenzhen Branch will enable us to broaden the
scope of our banking activities in China and enhance our ability to
better serve our existing and potential customers,

For the first six months of the year, profits attributable to shareholders
amounted to HK$371.6 million, representing a decrease of 14.7
percent over the same period last year, but an increase of 7.3 percent
over the second half of 2001. Earnings per share declined 14.1 percent
to HK$1.27. The Board has recommended an interim dividend of
HK$0.37 per share, the same as in 2001.

The Group's total operating income declined 3.7 percent to HK$913.4
million. While fee income increased moderately by 4.5 percent, net
interest income declined 5.5 percent to HK$732.2 million due to
narrowing interest margins.

Net interest margin fell from 2.85 percent to 2.66 percent as a result
of continuous pricing pressure on mortgages and lower yields from
interest free funds. This was, however, partly compensated by
increased contributions from the Bank's higher yielding assets and
treasury activities. When compared with the second half of 2001,
the net interest margin remained stable, signaling a slow down in
the re-pricing of residential mortgages.
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Other operating income increased 4.5 percent to HK$181.2 million
due to continued growth in the sale of insurance, unit trust and
foreign exchange businesses. Partially offsetting this growth was a
decrease in share brokerage and loan commission income,

The Group continued with its cost-containment programme during
the period, but due to higher expenses allocated for business
development efforts, operating expenses increased marginally by 2.0
percent between the first half of 2001 and 2002. As a result, the
Group's cost income ratio increased slightly to 32.4 percent.

Total advances to customers remained unchanged at HK$35.46 billion.
We experienced satisfactory growth in equipment finance and
increased lending activities in China. There was, however, a decline in
residential mortgages due to intense competition and a slow property
market.

The consumer lending market, in particular credit cards, has also
become increasingly difficult as a result of the high unemployment
rate, declining consumer spending and a rising number of personal
bankruptcies.

On a more positive note, we have further expanded our lending
activities in China by offering residential mortgages as well as
commercial loans for our customers who have established businesses
there.

We have also enhanced our treasury function and invested surplus
funds in high investment grade bonds and other debt instruments in
order to generate better yields while still ensuring strong liquidity.
We continued to spearhead growth in the marketing of life insurance
and the unit trust business in order to improve fee income.

The Bank's Macau subsidiary performed well during the period,
achieving 7.2 percent and 2.7 percent growth in loans and deposits
respectively despite a lackluster economy.

Total deposits increased slightly to HK$49.29 billion despite a drop in
customer deposits. The Bank launched retail-structured Certificates
of Deposit totaling HK$450.0 million, which were well received by
the market.

The Group's capital adequacy ratio and average liquidity ratio stood
at 17.0 percent and 39.4 percent respectively. Our loan to deposit
ratio dropped slightly to 72.0 percent against a weak loan demand
and a deflationary environment.

()
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For the period under review, the level of non-performing foans
dropped to HK$1.26 billion, or 3.54 percent of total loans. Charge for
bad and doubtful debts increased 22.2 percent to HK$220.0 million
and the increase was mainly earmarked for charge-off due to personal
bankruptcies. Compared with the second half of 2001, charge for bad
and doubtful debts decreased 9.5 percent due to improvements in
the commercial and property loan portfolio.

For the second half of the year, strong export growth in China will
result in faster re-export growth in Hong Kong and a weaker US
dollar should help our export competitiveness. Private consumption
and investment, however, are expected to remain slow along with
declining asset values and rising unemployment. The prevailing low
interest rate environment should benefit Hong Kong's recovery but
the pace of recovery would depend on the performance of the US
economy.

As the Hong Kong economy becomes increasingly integrated with
The Pearl Delta Region, we will step up our efforts on growth in
China. We will expand our commercial lending business to Hong
Kong's investors, leveraging on our presence in Shanghai, Guangzhou
and Shenzhen. The approval to operate Renminbi business is expected
to accelerate the growth of our Shenzhen Branch. In Hong Kong, we
will continue to promote our wealth management activities, especially
life insurance and unit trusts to enhance our fee income.

With a slowly recovering economy in Hong Kong, we look forward to

more positive growth through innovation in the range of our products
and services.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 8th August, 2002



BEE-_EZ -G, NA=+ B EA For the six months ended 30th June, 2002

RE_SSE-F EE2_TT—F
AB=+HLE ~EBE=+HLIE
~EAR ~EA
Mi3f  Six months ended  Six months ended
(LUBEF T fR) {Expressed in thousands of Hong Kong dollars) Notes 30th June, 2002 30th June, 2001
(ER)
(As restated)
i 20 A Interest income 1,122,272 1,877,744
Fl 85 H Interest expense (390,087) (1,103,042)
BRI S U A Net interest income 732,185 774,702
HipEZE A Other operating income 4(a) 181,231 173,500
L ON Operating incame 3 913,416 948,202
EETH Qperating expenses 4{b) (295,612) (289,801}
HGREBSRHCEERT Operating profit before provisions 617,804 658,401
RIEBREE Charge for bad and doubtful debts (220,000) (180,000)
EERHN Operating profit 397,804 478,401
ERBENERBERK Gains on revaluation of investment
EE & E 2 T oroperties and disposal of tangible
fixed assets 1,387 181
HEREEIMBEESZ Profit on disposal of held-to-maturity
gl securities 9 358
HEFFEEERRES Profit on disposal of non-trading
235 A securities 19,388 639
BFEZIHABESES Provisions written back for
& Ol # held-to-maturity securities - 3934
ERERNRF Profit on ordinary activities 418,588 483,513
RIGBENT 2 FEE Share of net losses in associated companies (3,511) -
B i ATE 7 Profit before taxation 3 415,077 483,513
Mg Taxation 5 (43,365) (50,907)
BBIEER Profit after taxation 371,712 432,606
PEREERREZ (& (Profit)/losses attributable to minority
R /EE interests (158) 29
RERTRRRES ZEF Profit attributable to the shareholders 371,554 432,635
HADEKRE: Dividends attributzble to the period:
BRHDERE Interim dividend declared 6 108,580 108,569
EfEEF 2 RBRKRE Underprovision of final dividend in respect
of previous year 25 20
108,605 108,589
& BT
HK$ HK$
BRER Earnings per share
EAREE Basic and diluted 7 1.27 147
FRBVRFHERE Interim dividend declared per share 6 0.37 037

FT-EZEF_1/1E
ZHIEERARE L —

Aine

The notes on pages 11 to 28 form part of these accounts
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E7XF =+ B 178 A For the six months ended 30th June, 2002

BFE_B2_F B=_ZT%-F%F
AB=+BLE R<AE=+8HI
~{ER ~EA
M5t Six months ended  Six months ended
(LUBET T 5F) {Fxpressed in thousands of Hong Kong dollars) Notes 30th June, 2002 30th June, 2001
(E®)
(As restated)
—FE—BZzBRESER Shareholders' funds as at 1st January 6,045,301 5,665,781
EHEHESENEEEE  Change in accounting policy on
2F short-term employee benefit 2(c) (13,290) (11,772
B As restated 6,032,011 5,654,009
HAHEFBFEEEREES  Realisation on disposal of non-trading
MER 2 & securities 15 176 -
EFREBEEERARES L Unrealised profit/(loss) on revaluation
FEREF, (BE) of non-trading securities 15 712 (11,323)
BERE Exchange adjustments 15 39 1
BEBRRRERZFIWE,  Net gains/{losses) not recognised in
(E518) the profit and loss account 927 {(11,322)
FRTBRRESZ B Profit attributable to the shareholders 15 371,554 432,635
ZIRRE Dividends paid 15 (249,439) (249,413)
BERRETE 2T 217 Proceeds on shares issued under
I share option scheme 708 356
NAZTHZRRESR# Shareholders' funds as at 30th June 6,155,761 5,826,265

ET—EBEEZZE-_+NE
ZHIEERARET —

#ine

The notes on pages 11 to 28 form part of these accounts



ZEE-FEXNFZTBEE Asat 30th June, 2002

—BBCf —EF-F
EoEss XBA=+H +ZA=+-8
(LUBEF LM ZITF) (Expressed in thousands of Hong Kong dollars) Notes 30th June, 2002  37st December, 2001
(E%h)
{As restated)
RE ASSETS
RelEBHEs Cash and short-term funds 8 10,649,198 9,773,340
EHREHETRAERE Placements with banks and other
HERMEENRIE (— financial institutions maturing
=2+ -EAARIIE) between one and twelve months 13 2,849,101 2,711,269
BESEBED AR ER Trade bills less provisions 343,588 285,273
TR Certificates of deposit held 9& 13 442,631 452,814
RIEEEARES Trading securities 11 6,705 6,542
BEFEZEFREMERE Advances to customers and other
BRGERE accounts less provisions 10(a) 35,546,756 35,658,856
BEEDERESRIE Held-to-maturity and non-trading
SIEEBERRES securities 12 4,689,199 4,838,496
BERNARE Investments in associated companies 57,260 60,771
EFEEEE Tangible fixed assets 1,318,634 1,272,196
BE Goodwill 1,745 2,035
BEE Total assets 55,904,817 55,061,592
=K LIABILITIES
RITAXREEME RS Deposits and balances of banks and
B2 other financial institutions 13 1,064,935 412,980
BEZAER TH -F#E Current, fixed, savings and other
REMTFR deposits of customers 13 44,876,090 45,697,763
BEETZEHRE Certificates of deposit issued 13 3,347,400 2,486,419
BMBRERER Other accounts and provisions 438,593 410,539
BRE Total liabilities 49,727,018 49,007,701
REXE CAPITAL RESOURCES
& 2 Share capital 14 293,459 293,429
& Reserves 15 5,862,302 5,738,582
BRES Shareholders' funds 6,155,761 6,032,011
LEBERER Minarity interests 22,038 21,880
BEERERKRR Total liabilities and capital resources 55,904,817 55,061,592

FT—EBEEE_+NE
ZHIEERTRES —

#ire

The notes on pages 11 to 28 form part of these accounts




HE_ZEE_F;5F=+H1E5A For the six months ended 30th June, 2002

—EZSTF “EE-F
Bisx AB=+H ~NAZ+E
(LOBEF Tl dIR) (Expressed in thousands of Hong Kong doflars) Note 30th June, 2002 30th June, 2001
(E%&)
{As restated)
EELFHMAAZESFEE  Net cash inflow from operating activities 17 1,492,561 2,695,655
REED Investing activities
BEAREZIEHESRIE  Purchase of held-to-maturity and
HEEEREES non-trading securities (2,726,586) (2,120,736)
HERBERFEZEEHEE  Sale and redemption of held-to-maturity
FREBEEEREES and non-trading securities 2,896,168 1,869,747
FrERIE
BenaRreE Investment in an associated company - (35,000)
ETHMELT Loan to an associated company - (5,200)
EABKETEEE Purchase of tangible fixed assets (72,070) (234,504)
HEBHETEEMSRIE  Saleof tangible fixed assets 2,085 331
EREEHMAEA (FE) 2  Net cash inflow/(outflow) from investing
REEH activities 99,597 (525,362)
BE Financing
TERREREZHR Issue of new shares under share option scheme 708 356
HEERES Ordinary dividends paid (249,439) (249,413)
ABMEZYM ML 2B EFEE  Net cash outflow from financing activities (248,731) (249,057)
RERERREEE LR Increase in cash and cash eguivalents 1,343,427 1921,236
RERERBLEER —H—  Cash and cash equivalents at st January 10,313,929 12,663,979
B —
BeRERRESEER/NAZ  Cashand cash equivalents at 30th June 11,657,356 14,585,215
+HERS
BENERBLEEZDNM  Analysis of the balances of cash and cash
equivalents
BeREMETREREM  Cashand balances with banks and other
TEEE financial institutions 345,761 527,685
EHERER Money at call and short notice 9,137,012 12,252,574
BIHES Treasury bills 399,173 1,147,025
EHERBITREREMS Placements with banks and other
BREFE(-Z=ZEA financial institutions maturing
WEER) between one and three months 1,775,410 657,931
11,657,356 14,585,215

ET—AEE_TNAZH
RERAEERZ —Hie

The notes on pages 11 to 28 form part of these accounts
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BASIS OF PREPARATION

The interim financial report has been prepared in accordance with
the requirements of the Main Board Listing Rules of The Stock
Exchange of Hong Kong Limited, and fully complied with the module
on “Interim Financial Disclosure by Locally Incorporated Authorised
[nstitutions” under the Supervisory Policy Manual issued by the
Hong Kong Monetary Authority ("HKMA") and Statement of Standard
Accounting Practice ("SSAP") 25 "Interim financial reporting” issued
by the Hong Kong Society of Accountants ("HKSA").

The interim financial report is unaudited, but has been reviewed by
KPMG in accordance with Statement of Auditing Standards 700
"Engagements to review interim financial reports”, issued by the
HKSA. KPMG's independent review report to the board of directors
is included on page 44.

The financial information relating to the financial year ended 31st
December, 2001 included in the interim financial report does not
constitute the Bank's statutory accounts for that financial year but
is based on those accounts. Statutory accounts for the year ended
31st December, 2001 are available from the Bank’s registered office.
The auditors have expressed an unqualified opinion on those
accounts in their report dated 14th March, 2002.

This interim financial report is prepared on a basis consistent with
the accounting policies adopted in the 2001 annual accounts except
as disclosed under note 2.

ADOPTION OF NEW AND REVISED SSAPs

The following new and revised SSAPs which became effective for
accounting period beginning on or after 1st January, 2002, were
adopted for the preparation of this interim financial report:

- SSAP1 (revised), "Presentation of Financial Statements"

- SSAP15 (revised), "Cash Flow Statements"

- SSAP34, "Employee Benefits"

(a) SSAP1 (revised), “Presentation of Financial Statements”

fn order to comply with the requirements of SSAP1 (revised),
the Group adopts the new statement “Consolidated Statement
of Changes in Equity” which replaces the "Consolidated
Statement of Recognised Gains and Losses" previously prepared.
This statement reconciles the movement of key components
of the shareholders' fund, including share capital, reserves and
unappropriated profit, from the beginning to the end of the
financial period.

©
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ADOPTION OF NEW AND REVISED SSAPs (Continued)
(b) SSAP15 (revised), “Cash Flow Statements”

()

The format of the "Consolidated Cash Flow Statement” has
been revised to follow the new requirements of SSAP15
(revised). The comparative figures were restated to conform
with current period presentation.

SSAP34, "Employee Benefits"

In prior period, the Group did not provide for the liabilities in
respect of its employees' vested annual leave. SSAP34 requires
that obligations in respect of these entitlements should be
accrued as soon as services are rendered. The changes have
been applied retrospectively, resulting in prior period
adjustments with the opening balance of shareholders' fund
as at 1st January, 2001 and 1st January, 2002 decreased by
the reduction of HK$11,772,000 and HK$13,230,000
respectively. The comparative figure in respect of staff costs
for the prior period has been restated by an increase of
HK$759,000.

SEGMENT REPORTING
(a) Business segments

Retail banking activities include acceptance of deposits,
residential mortgages, hire purchase and consumer loans.

Corporate banking activities include advance of commercial
and industrial loans, trade financing and institutional banking.

Treasury activities include foreign exchange services,
management of investment securities and trading activities.

Other business activities include insurance business,
stockbroking activities and services for retirement schemes.

Unallocated items mainly comprise the shareholders' funds,
investments in premises and property investment and other
activities which cannot be reasonably allocated to specific
business segments.




3. SEEE (&)

(a)

3.

SEGMENT REPORTING (Continued)

EBaW (&) (a) Business segments (Continued)
E LN BREE
Operating income Profit before taxation

BE-SZ-E HE-ST-4 REZESIF  HEZCEIEZ-E
~NAZ+EBLE AA=TELE NAZTAL RAZTELE
~ER ~EA ~fEA ~EA
Six months ended  Six months ended  Six months ended  Six months ended
30th June, 2002 30th June, 2001 30th June, 2002 30th June, 2001
(28) (BF)
(As restated) (As restated)
ZERTER Retai! banking 585,316 552,237 192,508 213,997
PERTER Corporate banking 197,870 195,409 105,385 82,021
BEXK Treasury 65,171 52,241 78,368 47,939
EiER Other 21,683 23,080 3,338 6,033
APEER Unallocated 62314 143,220 35,478 133,523
BEBRTEE Inter-segment elimination (18,938) (17,985} - -
913,416 948,202 415,077 483,513

EZSE
BED

EEEFENE S

BEMDEMBRRAEE
ZEAEER

FRUBEEARZARITAT

(b} Geographical segments
The information concerning geographical segments has been
classified by the location of the principal operations of the
subsidiaries, or in the case of the Bank itself, of the location of

P m & 5 e the branch responsible for reporting the results or booking the

assets.
2EWA B ATE
Operating income Profit before taxation

BFE-BPB-F HE_ZTT-F REISB-E HE_TT-F

ABE=+AHL ~NA=ZTHIE ~NAZ+ALE NAZTHLE

~ER S~ AR ~EAR NEA

Six months ended  Six months ended ~ Six months ended  Six months ended

30th June, 2002 30th June, 2001 30th June, 2002 30th June, 2001

(ER)

(As restated)

% Hong Kong 850,279 847,018 378,096 397,951

il Macau 116,454 115,423 71,814 70,247

Hit Others 36,559 25,082 25,343 15,581

BRE % HEH Inter-segment elimination (89,876) (39.321) (60,176) (266)

913,416 948,202 415,077 483,513

O




4.

(a) HftBE¥RUA 4, (a) Other operating income
BE_ZB2_F BE_TT %
AA=+HLE ~<A=t8LE
~EA ~MEA
Six months ended  Six months ended
30th June, 2002 30th June, 2001~
MEBEEU S Gains arising fram dealing in
fareign currencies 29,214 27,600
BIEEERSESEE Losses arising from trading securities (5,803) (1,266)
EfEEWE Gains arising from dealing activities 285 1378
RIEERERSUA Net fees and commission income 148,845 137,720
rRFELTREREMA Dividend income from listed
and unlisted investments 2,529 2,898
2t Others 6,161 5,170
181,231 173,500
(b) BEXH (b) Operating expenses
CETHAETECRBEAEK Operating expenses included depreciation amounting to
249340007 (ZE T —F: A¥ HK$24,934,000 (2001: HK$23,609,000).
23,609,0007T ) ©
RE| 5. TAXATION
FEERRAZRER: Taxation in the consolidated profit and loss account represents:
BE_SS_F EE-FTF
AA=+ALE S~A=+BiE
~EA S~ {E A
Six months ended  Six months ended
30th June, 2002 30th June, 2001
ERFGHER Provision for Hong Kong
profits tax 30,681 38,802
BINEIE Qverseas taxation 12,684 12,105
43,365 50,907
%’ﬁéﬂ ?Rﬂ?izﬁ@?ﬂﬁgnﬁﬁxmﬂ =2 The provision for Hong Kong profits tax is based on an estimate of
TREEDZTAR(ZEE—5:87 the assessable profits for the period at 16.0% (2001: 16.0%). Overseas
Z+/\) SHEOBIHERERENE taxation is provided at the appropriate current rates of taxation

BRBITRERAE-HEMEL ZELE
WRTZ EmEBARBER-

ruling in the countries in which they operate. No provision for
deferred taxation has been made as the effect of all timing

differences is immaterial.




REPRHER
ATREZFEN_TT_FX A=
B2 REMRE B R 2BET
BREDHE

INTERIM DIVIDEND DECLARED

The following dividend was declared by the board of directors after
30th June, 2002 and has not been provided for in the interim
financial report.

BE-BBZE 2% —F
AB=+HLE RE=THLE

~EA ~EA

Six months ended  Six months ended
30th June, 2002 30th June, 2001

1293458500 ( ZEE — &
mm%m®ﬂ+ﬁ
BEREERAE =AW
(ZEE—F BB =AD)

SREIREISRET

BREFNDEEEE_TZE_F,A
E+E¢ﬁﬁﬂ%$E@ZEﬂ%%
371554000 ( Z 2T —F: B ¥
mw%mﬁ@&ﬂ&%ﬁﬁ%ﬁh%
ZM%$ﬁ§mu%mM_7? F
293427040 IR EBRETE -HERRA
ﬂ%ﬁﬁ@ﬁ_Q?_iﬂﬂ:+E
ﬁ/\flﬂﬁxﬁﬁg Z/mﬂﬁé’%
371554000 (BT —F: B ¥
432,6350007T) KA Z B B B 1TAR D
dy)lit3 $f]§ﬁz293534685(_? =5
293,606,280) R ZBMRETE - WHAAEE
E%%@ﬂ%%ﬁ%aﬁﬁo

HeREERE

Interim dividend declared
of HK$0.37 (2001: HK$0.37)
per share on 293,458,500

(2001: 293,428,500) shares 108,580 108,569

EARNINGS PER SHARE AND DILUTED EARNINGS PER SHARE
The calculation of earnings per share is based on profit attributable
to the shareholders for the six months ended 30th June, 2002 of
HK$371,554,000 (2001: HK$432,635,000) and on the weighted
average number of 293,445,406 (2001: 293,427,041) ordinary shares
in issue during the period. The calculation of diluted earnings per
share is based on profit attributable to the shareholders for the six
months ended 30th June, 2002 of HK$371,554,000 (2001:
HK$432,635,000) and on the weighted average number of
293,534,685 (2001: 293,606,280) ordinary shares in issue during
the period after adjustment of all dilutive potential shares.

CASH AND SHORT-TERM FUNDS

1 «IH

—BBCF TE—F
~A=+H +ZA=1+—8

30th June, 2002 31st December, 2001

RERFRETRERA LS REE

SRren {EES
B ES (BE13)

FERREHAREREEE AT R
BRREPRFITEL YRFLFLZ
Exe

FRE
BEZEREZYAEERIEER
FELMZFERE

Cash and balances with banks

and other financial institutions 577,057 644,844
Money at call and short notice 9,573,346 8,752,039
Treasury bills (Note 13) 498,795 376,457

10,649,198 9,773,340

All treasury bills are held-to-maturity, issued by central government
and central banks and are unlisted.

CERTIFICATES OF DEPOSIT HELD
All the certificates of deposit held are held-to-maturity and are
unlisted.




10, EFZARBEAMERE R REMN

() BERZRBRERMBESR

10. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
PROVISIONS
(a) Advances to customers and other accounts

—EZL_-F
~HA=+H
30th June, 2002

[y

T—F
+=A=+—H
31st December, 2001

ZEFER (M)

RORERECZRBBZEN
(HE13)
BHRER

e

RIS R AMERTE

b) FRATRE
EHRBAELERINMERER
LEEFFBZEF ERELTH
ERARERREBEMELZE

(b)

Advances to customers

(Note 13) 35,463,657
Advances to banks and other

financial institutions (Note 13) 190,695
Specific provisions for bad

and doubtful debts (300,739)
General provisions for bad

and doubtful debts (355,544)
Accrued interest and

other accounts 548,687

35,546,756

Non-performing loans

35,515,244
206,533
(270,508
(358,406}

565,993

35,658,856

The advances net of suspended interest, on which interest is

being placed in suspense or on which interest accrual has
ceased, the amount of suspended interest and specific

REBRBNT: provisions made after taking into account the value of collateral
in respect of such advances are as follows:
hat - 1. ey -3 —ET-F
AA=+A +=-A=+—4
30th June, 2002 31st December, 2007
EEABITER Gross non-performing

HEPERBRZASL

FEEARTE
R

R

R-TE-E+-A=t-8R
“EE-FRAB=Z1TH ££E
EFREALRENSBREY
SRS W EA B EALLES
BRILBHAIS Y EH-

advances to customers 1,256,161
Gross non-performing

advances as a percentage

of total advances to

customers 3.54%
Amount of collateral held 845,121
Specific provisions 299,295
Suspended interest 471,140

1,349,795

3.80%
911,945
267,553
470,639

There were no advances to banks and other financial institutions
on which interest is being placed in suspense or on which

interest accrual has ceased on 30th June, 2002 and 31st

December, 2007.




11.

12.

RERERAEES

11. TRADING SECURITIES

—2BF
~A=+H

30th June, 2002

+-ZR=1
31st December, 2001

&3
H

FEREMAGERRBUTIT:

BITRE:
RTRRRAMEBEE

SHEHNMORSRERERER

g

Equity securities listed in
Hong Kong

Trading securities analysed by
counterparty are as follows:

[ssued by :
Banks and other financial
institutions
Corporate entities

6,705

2,267
4,438

6,705

6,542

12. HELD-TO-MATURITY AND NON-TRADING SECURITIES

—2B-F

~A=+H

30th June, 2002

31st December, 2001

REEEHA2ES (MaE13):
RAEZEEEZERES
LW

—AE LW

— B L™

LW

EREEEAR B (MEN)
FRERERELERES

+7 (M5 EE)

—RELM

— B LT

FE™
FRFEERERELRE
KEL® (F5EE)
kEW

REEXBRERES ZMBEE

Held-to-maturity securities (Note 13):

Held-to-maturity debt securities
Listed
- in Hong Kong
- outside Hong Kong

Unlisted

Non-trading securities (Note 13):
Non-trading debt securities
Listed (at market value)
- in Hong Kong
- outside Hong Kong

Unlisted

Non-trading equity securities
Listed in Hong Kang
(at market value)
Unlisted

Market value of listed
held-to-maturity debt securities

272,375
1,410,516

1,682,891
2,977,196

4,660,087

1,579
27,533

29,112
29,112

4,689,199

1,685,326

2,139
1351714

1,353,853
2,394,338

3,748,191

247137
648,621

76,093

971,851

1122
117,332

118,454
1,090,305

4,838,496

1,340,058




2. RAEHMARHFRFSHEREN

12. HELD-TO-MATURITY AND NON-TRADING SECURITIES

EEF (B (Continued)
HERIHBBRIEREEEREZE Held-to-maturity and non-trading securities analysed by
ERSEFANBT: counterparty are as follows:
g2 —EE-F
~B=+H +-A=+-8
30th June, 2002 31st December, 2001
BITHE: Issued by:
PREMT R P RET Central governments and
central banks - 247137
BITAEREMSREE Banks and other financial
institutions 2,180,612 1,734,555
bE Corporate entities 2,084,164 2,132,087
NERE Public sector 424,423 724,717
4,689,199 4,838,496

REZIBRECBRERREFNED
ARIRBEREERER BEMENR
BEFNAL

Held-to-maturity treasury bills and certificates of deposit are
disclosed separately in the balance sheet, note 8 and note 9 to the

accounts.
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13.

MATURITY PROFILE

Z222FERAZ+A
30th June, 2002

-ZEEE (W0
-RIRERE o B
BZER (M0
- EEEMA LR E
ik

Sk

RE
-ROTREREMSEE
B2ER
-EPZEREE 5
RAMTR
BENZEFTE

Assets

- Tregsury bills (Note 8)

- Placements with banks and other
financial institutions maturing
between 1 and 12 months

- Certificates of deposit held

- Advances to customers {Note 10a)

- Advances to banks and other
financial institutions {Note 10a)

- Held-to-maturity and non-trading
debt securities
(Note 12)

Liabilities

- Deposits and balances of banks
and other financial institutions

- Current, fixed, savings and other
deposits of customers

- Certificates of deposit issued

ZERNE —ENE

- Z1f

=fiR Tyear  5years

MEEZ 3UT ol orless REME

Repayable  3months  butover bt over Mier B3 8
on demand or less 3 manths 1year Syears  Undated Total
- 498,795 - - - - 498795
- 2,398,510 450,591 - - - 2,845,101
- 28,706 113,988 299,937 - - 442,63
1,909,438 4,116,693 4,183,431 11,354,914 13,717,849 181,332 35,463,657
- - 31,783 127130 31,782 - 190,695
- 26,236 381,019 30648873 603,953 - 4,660,087
1,909,438 7,068,940 5,160,812 15,430,860 14,353,584 181,332 44,104,966
231,296 833,639 - - - - 1,064,935
9,234,008 33,729,371 1,577.333 335378 - - 44,876,090
- - 1,286,600 2,060,800 - - 3,347,400
9,465,304 34,563,010 2,863,933 2,396,178 - - 49,288,425




13. BB G (&)

13.

MATURITY PROFILE (Continued)

“EE-F12AZtR

31st December, 2001

-EPES (HE10)

-ROFERESRE
*E,ZE (M55 100)
tERHEA RS
EE BEBES

(M)

EL

S EV e A
BrER

-EXPVER TEEE
&Hu /TA

-BEAZERE

Assets

- Treasury bills (Note 8

- Placements with banks and other
financial institutions maturing
between 1 and 12 months

- Certificates of deposit held

- Advances to customers (Note 10a)

- Advances to banks and other
financial institutions (Note 10a)

- Held- to-maturity and nan-trading
debt securities

{Note 12)

Liabilities

- Deposits and balances of banks
and other financial institutions

- Current, fixed, savings and other
deposits of customers

- Certificates of deposit issued

=i @ﬁ wE —ERE

E-%  Zinf

=E) Tyear  §years

MEgs  gUT  orless  orles TEME

Repayable ~ 3months  butover  but over Ater  EE E£E
on demand orless 3 months 1 year Syears  Undated Tota!
- 227,385 149072 - - - 376,457
- 2423459 287810 - - 2,711,269
- 152,899 299915 - - 457 814
2295944 3209071 4381364 10981672 14427347 219846 35515244
18 - 3772 127,086 47,657 - 206,533
- 120939 489803 2947893  1,161,40 - 4720042
2295962 5980854 5492726 14356566 15,636,405 219846 43982,359
82,848 315317 14815 - - - 412,980
8,697,513 34663185 2184208 152 857 - - 45,697,763
- - 709,865 1,776,554 - - 2486419
8,760,361 34978502 2908888 192941 - - 48,597,162
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B#

14. SHARE CAPITAL

‘H

£T—-5%
+ZB=t-8
31st December, 2001

TR A
450,000,000 { = & — F : 450,000,000) A%
= LHX@'H&/%%UTE

B
_ﬂ — B s
1&%&5(%?3@ B in

293,458,500 ( =5 T — 1 293428,500) %
EEBREREE T

RZEE-F=F1+H REZRE:T
BT 2 17 AB300008 EEBEAE
% 708,0007T ° E A B B 30,0007 E R R
A B EE 678000 BIB ARG A
/mF@EW 75A_? v—i/\ﬁ '1’55?5

—geC
~B=t+H
30th June, 2002
Authorised:
450,000,000 {2001: 450,000,000)
ordinary shares of HK$1 each 450,000
Issued and fully paid:
At 1st January 293,429
Shares issued under share
option scheme 30
293,458,500 (2001: 293,428,500)
ordinary shares of HK$1 each 293,459

450,000

293,405

24

293,429

On 10th March, 2002, options were exercised to subscribe for 30,000
ordinary shares in the Bank at a consideration of HK$708,000 of
which HK$30,000 was credited to share capital and the balance of
HK$678,000 was credited to the share premium account. At 30th

June, 2002, the outstanding options were:

%ka%TW#%E% BAEEZR
ETBEERTE.

TEZRRERZNT:

—22_f —EE-F

~A=+H +ZA=+—8H

30th June, 2002  31st December, 2001

BB BIZEE
ARE Number of Number of
RYPRRER S Date of options granted Option price shares shares
—AAmE=ZE+H 10th March, 1994 HK$14.83 102,000 102,000
“EEZ-€Z/R+H 10th March, 2001 HK$23.60 380,000 410,000
“EE-E=ZRTEH 15th March, 2002 HK$26.30 290,000 -
772,000 512,000

The options granted under the Scheme will be exercisable between
the first and the tenth anniversaries of the date of grant.

@



15. GEfK

15. RESERVES

ZBEZERAZTH
30th June, 2002

At 13t January, 2002

E - as previously reported

- prior year adjustment
in respect of
short-term

emplayee benefit

- 35 restated

ftics)

1
[t
{EIL

Exchange adjustments

Rk
N
24 B
§58 Ji

%,A-H
=
S H
24

Share issued under share
option scheme

BEERA/ (L) Transfer tof{from) reserves
EoEdFIFEERRES Realisation on disposal of
MERz W% non-trading securities
BEZETN Profit on revaluation

BIERE Dividend paid
kg Profit for the period

At 30th June, 2002

et

EitHE FE  RARE

(S Bank  EEREE & EREE

2B EAEE  -BEE  pemss Investmen: Cepitel— Unappro-
Share Cgital  General  revaluztion  revalustion  redemption priated 24t
premium reserve reserve reserve reserve reserve profits Total
328,999 215909 2,100,178 321,000 (866) 769 2,784,883 5,751,872
- - - - - - (13290} (13,290)
329999 215909 2,100,178 321,000 (866) 769 2,771,593 5,738,582
. . 3 - ; - ; 3
678 - - - - - - 678
- - - - 176 - - 176
- - - - 2 - - 712
- - - - - - [(249439) {249,439)
- - - - - - 371,554 371,554
330677 215909 2,000217 321,000 22 769 2,893,708 5,862,302
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15. RESERVES (Continued)

SFT-EfRIE-E
315t December, 2001

REBEA/ (B

he=F ~"“‘§§5;§5ﬁ

J

=
7

EIT-BER At

At 1st January, 2001
- 35 previously reparted
- prior year adfustment
in respect of
short-term
employee benefit

- 35 restated

Exchange adjustments
Shares issued under share
option scheme
Transfer to(from) reserves
Realisation on disposal of
non-trading securities
Losses on revaluation
Dividends paid
Profit for the year
- a5 previously reported
- prior year adjustment
in respect of
short-term
employee benefit

- a5 restated

December, 2001

(E%)

(4s restated)

BAH
$REE BE  RIED

kz Brk  EREE BE REER
BEE  ETEE  BEE perses  Ineestment Capitsl~ Unappro-

Share Capital General  revaluation  reveluation  redemption priated A%
premium reserve reserve reserve reserve reserve oroiits Total
329,667 05423 2100214 321,000 47 463 769 2362840 5372376

- - - - - - (mm) 1)
329,667 215423 2,100,214 321,000 42463 769 2351068 5.360,604
- . %] - : . - 36]

332 - - - - - - 332

- 486 - - - - (486) -

- - - - (26023 - - (26,023)

- - - - (17,306} - - {17.306)

- - - - - - (357982)  (357.982)

780,511 780,511

778993 778393

329999 215909 2100178 321,000 (866) 769

2771593 5738582




16. RERBRUNZREEE

(a)

(b)

16. OFF-BALANCE SHEET EXPOSURES

BREZRER (a) Contingent liabilities and commitments
UTEBESARNERREEER The following is a summary of the contractual amounts of
BRIZHOTEEHNE: each significant class of contingent liabilities and commitments:
ot -1 o “EE-F
ANB=+AH +-A=+—8H
30th June, 2002 31st December, 2001
EREEER Direct credit substitutes 422,430 398,317
REBBE2INER Transaction-related
contingencies 15,957 17,766
E58HB U AER Trade-related contingencies 1,235,970 1,156,627
HtnE Other commitments 4,188,675 3,710,562
Hith Others 3,226 21,988
5,866,258 5,305,260
fI*T R (b) Derivatives

ITETARMBEH EEER
THPRNEEXEEME

ATAEETEIRAEAER
2EEH:

Derivatives refer to financial contracts whose value depends

“on the value of one or more underlying assets or indices.

The following table is a summary of the notional amounts of
each significant type of derivatives:

g2 fF —EE—F
XA=+R  t-AZ+-8
30th June, 2002 31st December, 2001

Exchange rate contracts

- trading 10,548,302 7,112,978
Exchange rate contracts
- hedging 3,442,822 2,148,760
Total exchange rate contracts 13,991,124 9,261,738
Interest rate contracts
- trading 1,209,000 -
Interest rate contracts
- hedging 4,514,600 2,988,032
Total interest rate contracts 5,723,600 2,988,032
19,714,724 12,249,770




16. REABRERUINZRBER (&)

(b)

16. OFF-BALANCE SHEET EXPOSURES (Continued)
4 IR (B (b) Derivatives (Continued)
BERSEERITEFERE The trading transactions include positions arising fram the
FHE R ERER I MFEL execution of trade orders from customers or transactions taken
SERIAR- to hedge these positions.
FIEERBRAINCERER The replacement costs and credit risk weighted amounts of
LEERAREER Mﬂﬁgﬁ%gﬁ the above off-balance sheet exposures are as follows. These
MT-ELLBURTRERE amounts do not take into account of the effects of bilateral
BERENTE-. netting arrangements.
~BBCH —EE-F
~A=tH +-A=+—H
30th June, 2002 31st December, 2007
EERR EERR
MELE nESSE
BEERA Creditrisk ~~ EEKAE Credit risk
Replacement weighted  Replacement weighted
cost amount cost amount
jﬁ%f%&%% Contingent liabilities and commitments N/A 718,916 N/A 639,978
EXxeH Exchange rate contracts 39,773 54,108 27,674 38,199
FEEH Interest rate contracts 34,446 10,109 24047 7,407
74,219 783,133 51,721 635,584

REXE
RZEE_FRAZTHRZE
-5+ -A=T-HEHREEY
X BREREMARERET
EL BB EARREWT:

(c) Capital commitments
Capital commitments for acquisition of property, plant and
equipment outstanding at 30th June, 2002 and 31st December,
2001 not provided for in the accounts were as follows:

—EEC —ET—F

RB=+H +-RA=+—H
30th June, 2002 3tst December, 2001

ERERRIANLIFEX

EREERRITGHZHX

Expenditure authorised

and contracted for 12,629 123

Expenditure authorised
but not contracted for - 12,621
12,629 12,744




17. ERBIAREERZIDZPAE

17. RECONCILIATION OF OPERATING PROF{T TO NET CASH INFLOW

MAHEER FROM OPERATING ACTIVITIES
t 1 —TE-E
~AB=+H NAZTE
30th June, 2002 30th June, 2001
(E%)
(As restated)
EERT Operating profit 397,804 478,401
nE Depreciation 24,934 23,609
BHEHH Amortisation of goodwil 290 291
EATFIEHR Profits tax paid (28,356) (20,005)
SEABIBACBERESA L Decrease in treasury bills maturing
after three months 199,176 989,116
ZERARIBzERERARTRERE Decrease in placements with banks
e REERIER D and ather financial institutions
maturing after three months 273,009 2,868,629
EHEREMN Increase in trade bills (58,315) (37,827
FRERLD /(8 Decrease/(increase) in certificates
of deposit held 10,183 (39,021)
REEEERAREREN Increase in trading securities (163) (5,829)
XEZERREMBERR D,/ (EN) Decrease/[increase) in advances to
customers and other accounts 108,225 (1,802,537)
BITRAEREMSRBE 2 FFEM Increase in deposits and balances
of banks and other financial
institutions 503,507 382,048
BPIAR-TH #EREMERHD Decrease in current, fixed, savings
and other deposits of customers (821,673) (534,290)
BERITEREEM increase in certificates of deposit
issued 860,981 525,006
HiBREREEE N CBD) Increasef(decrease) in other accounts
and provision 16,959 (31,936)
REEXEBZERERA Net cash inflow from operating
activities 1,492,561 2,695,655




8. WEATEERS

(a)

TR _FL¥FE AEEH
AFTZ T ERREBRNORT
SEREANBRAGIZR S HE
—REREZRAXBGHET.
BAZWXRBRZEERER
REBEEBBRAINZ BT
T

18. MATERIAL RELATED PARTIES TRANSACTIONS

{a) During the first half of 2002, transactions with The Bank of
New York Company Inc. ("BNY"), a substantial shareholder of
the Bank, or its subsidiaries were entered into by the Group in
the ordinary course of business and on normal commercial
terms. The income and expense for the period and on-balance
sheet and off-balance sheet outstandings at the period end

are:

i) WARXS (i) Income and expense
AA=TAL Aﬂ:+5¢
~NEA ~NE R
Six months ended  Six months ended
30th June, 2002 30th June, 2001
Il 2 WA Interest income 356 1603
FlEXH Interest expense 296 1,097

(i) —ZEE-FRA=TBERZ
EE-ET+_-A=T—-HE
EEERE

(if)

On-balance sheet outstanding at 30th June, 2002 and

31st December, 2001

—EE-F

~B=+H
30th June, 2002

—EE-—£F
H

ToAZt-

31st December, 2001

RekEHES

BAAZRERSRMES

il ZBEZFRA=+TER=
ZE-F+-_A=+-HE
ERERNIIMNEE

(iii)

Cash and short-term

funds 473,498
Deposits and balances

of banks and other

financial institutions 423,945

22,296

64,408

Off-balance sheet outstanding at 30th June, 2002 and

31st December, 2001

—EB°F
~B=TH
30th June, 2002

31st December, 2007

58

mnﬁﬁ
BEAR
BREngEs

i
P
@

Exchange rate contracts

Contract amount 19,472
Replacement Cost -
Risk weighted amount 39

155,946

@)
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18. MATERIAL RELATED PARTIES TRANSACTIONS (Continued)

(o)

(iv) On 27th August, 1999, the Bank entered into a Delegation
Agreement with BNY pursuant to which the Bank agreed
to provide various back-up support services to BNY in
connection with a securitisation transaction undertaken
by BNY.

In the first half of 2002, the Bank received from BNY a
service fee of approximately HK$105,000 (2001:
HK$35,000) and will continue to receive further service
fees on an annual basis during the term of the Delegation
Agreement.

On 30th June, 1995, Wing Hang Zurich Insurance Company
Limited ("WHZ insurance”), a 65 percent owned subsidiary of
the Bank, entered into a Management Agreement with Swiss
Insurance Management (Hong Kong) Limited ("Swiss
Insurance”), a wholly own subsidiary of Zurich Insurance Limited
(“Zurich Insurance”) pursuant to which Swiss Insurance has
been appointed as manager of WHZ Insurance in connection
with the conduct by WHZ Insurance of its insurance business.
Zurich Insurance is a substantial shareholder of WHZ Insurance
holding 35 percent of WHZ Insurance’s issued share capital.
For the six months ended 30th June, 2002, WHZ Insurance
paid to Swiss Insurance an amount of HK$976,000 {2001:
HK$972,000), being the contractual management fees based
on gross premium and net profit generated. On 31st December,
1999, the Management Agreement has been extended for three
years and will end on 31st December, 2002 but can be
terminated by either party on six months' notice.

19. COMPARATIVE FIGURES
Certain comparative figures have been adjusted as a result of change
in accounting policy for short-term employee benefit, details of
which are set out in note 2.

In December 2001, the investment in Bank Consortium Holding

Limited has been reclassified as investments in associated companies

from non-trading securities in view of its materiality to the Group.

Comparative figures have been reclassified to conform with the

current year's presentation.




(LOBBTTIIST - MX B5ESN) (Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

) EXEERADES&LE (a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

() BFxRELR (i) Capital adeguacy ratio
—geC —ZEE-F
ANAZ=+H +ZA=+-E
30th June, 2002 31st December, 2001
(E®R)
{As Restated)
BLER Core capital
BRERROZTARRE Paid up ordinary share capital 293,459 293,429
I AR B iR Share premium 330,677 329,999
FiE Reserves 4,776,965 4,334,105
EAh Others 251,488 442,886
5,652,589 5,400,419
AR ME R Eligible supplementary capital
THETHESEEER Reserves on revaluation of
M land and interests in land 224,700 224,700
EGIBEEEREES Unrealised loss on revaluation
JAREHER of non-trading securities (1,543) (1,574)
—RAREESR General provisions for
doubtful debts 357,975 361,124
581,132 584,250
MBARERERBE Total capital base before
deductions 6,233,721 5,984,669
ARERAEHNRIEE Deductions from total
capital base (190,364) (198,379)
MRENEFERAE Total capital base after
deductions 6,043,357 5,786,290

AEABRAERIERR Unadjusted and adjusted
B E capital adequacy ratio 17.0% 16.5%
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(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS (Continued)

(i)

(i)

Capital adequacy ratio (Continued)

The unadjusted capital adequacy ratio is computed on a
consolidated basis covering the Bank and certain of its financial
subsidiaries as specified by the HKMA for its reqgulatory
supervision purposes, and is in accordance with the Third
Schedule to the Hong Kong Banking Ordinance. The adjusted
capital adequacy ratio incorporating market risk is computed
on the same consolidated basis, and is in accordance with the
module on "Maintenance of Adequacy Capital Against Market
Risks" under Supervisory Policy Manual issued by the HKMA.

Average liquidity ratio

—EE—F
~NAZTH
30th June, 2001

ZEBIF
~AZ+A8
30th June, 2002

BZE EAFARDERLE

ERTERBAS L EHRES
BRI R b
REERLREERRRAER
BB ERRERRNE
AFTHE-

Average liquidity ratio for
the first six months ended 39.4% 47.2%
The average liquidity ratio for the period includes the liquidity
positions of all overseas branches, Hong Kong offices and
financial subsidiaries in its calculation, which is the basis of
computation agreed with the HKMA, and has been computed
in accordance with the Fourth Schedule to the Hong Kong

Banking Qrdinance.




b) EFRAR-TTRSN
BFERZTRERRREAEERL
AenBRRRREAER.

{b) ADVANCES TO CUSTOMERS - BY INDUSTRY SECTORS
The information concerning advances to customers by industry

sectors has been classified according to the usage of the loan and

is stated gross of any provisions.

PR E IEE-E
AAE+R TZA=T-B E£i
30th June, 2002 31st December, 2001 Change
%
EFEERZRR Loans for use in Hong Kong
I 85xkeR Industrial, commercial and financial
-NEEE - Property development 426417 334,797 274
~WERE - Property investment 5,875,935 5,645,037 41
B BRE - Financial concerns 507,780 562,746 -98
-RELR - Stackbrokers 317,108 253047 224
-HERTEE - Wholesale and retail trade 817,787 868,411 58
—BER - Manufacturing 888,311 968820  -83
- EHHBHRE - Transport and transport
equipment 1,791,689 1,618,465 106
-REBBLET - Share financing 216,560 255709 -153
—Eft - Others 2,727,998 2893668 57
A Individuals
-BE(EEBEE] [LAKBRRE - Loans for the purchase of flats in
EfE I R[BEEAEFE BT the Home Cymership Scheme,
LEH Private Sector Participation
Scheme and Tenants Purchase
Scheme 680,642 722,890 -58
~BEHEBAENELER - Loans for the purchase of other
residential properties 10,054,389 10,799,639 -6.9
-EHAYER - Credit card advances 351,392 463,121 <241
-Eft - Others 2,691,422 2833500 -50
RAMR Trade finance 1,852,377 1575564 178
EFRUNERACRR Loans for use outside Hong Kong
—&F - Macay 3,539,208 3,340,498 60.
—Eft - Others 2,724,642 2372342 149
35,463,657 38515264 02




0 EFRER-FTRITERRBMAR

ZHEIR

ESEERER SE FHMEL
TEEREREARER —RTE &
TRERTTESRER: FRERNE
BESUFERZHFIERNERD
—HER HZERNETHRERR
TREISTT MEBTHERZRL

() ADVANCES TO CUSTOMERS, NON-PERFORMING LOANS AND

OVERDUE ADVANCES - BY GEOGRAPHICAL AREA

FERNR S FHFTEM -

The geographical information has been classified by the location of
the counterparties after taking into account any risk transfer. In
general, such transfer of risk takes place if the claims are guaranteed
by a party in a country which is different from that of the
counterparty or if the claims are on an overseas branch of a bank
whose head office is located in another country.

—EE_FXA=1+AH
30th June, 2002

BE=MEF
BEFEX TRITER UKEZER
Total Non-  QOverdue advances
advances to perfarming for over
customers loans three months
ks Hong Kong 28,978,367 1,078,061 557,665
B Macau 3,696,090 160,169 181,153
hEARLA People’s Republic of China 2,035,769 17,931 26,717
Hitr Others 753,431 - -
35,463,657 1,256,161 765,535

ZET—F+ZA=+—H

31st December, 2001

BE=M@A
BRFER TRITER 2B
Total Non-  Qverdue advances
advances to performing for over
customers loans three months
E5% Hong Kong 29,432,277 1,173,746 740,417
P! Macau 3,459,865 159,879 145,641
REARKANE People’s Republic of China 1,875,900 16,170 33,512
Hth Others 747,202 - 25
35,515,244 1,349,795 918,595




) BEREEERHCEE (d) OVERDUE AND RESCHEDULED ASSETS

() BHREEERHZER (i) Overdue and rescheduled advances
—E8_F “EE-F
~B=+H +ZR=1t-8H
30th June, 2002 31st December, 2007
HEZBE EEREE
LB ZEAH
Eat] % of total 8 % of total
Amount advances Amount advances
EBBIEFER Bross advances to
customers which have
been overdue for
=@EAULEEAREAR 6 months or less but
over 3 months 211,797 0.60 291,684 0.82
NARKEE—F 1 year or less but
over 6 months 230,029 0.65 250,786 071
—FE Over 1 year 323,709 0.91 377,125 1.06
765,635 2.16 919,585 2.59
BEAERERE Amount of collateral held 653,271 731631
EHAERHS Secured balance 511,440 646,525
BERERHE Unsecured balance 254,095 273,070
BHHREE Specific provisions 224,312 182,777
ETERHCEFER Rescheduled advances 445,891 1.26 478,625 135
R-ET—F+_F There were no overdue advances for over 3 months and rescheduled advances to
Zt+—-BR-ZT - banks and other financial institutions on 30th June, 2002 and 31st December, 2001.
FRAAZTH K&
BEETRTAERE
& AR 2 gD
WEGH-ERNAE

5
TA°




(d BHMREERRMIRE (&)

(i) RBHRE

(d) OVERDUE AND RESCHEDULED ASSETS (Continued)

(ii) Other overdue assets

L3 ZET-F
~A=t+H +-A=+—-H
30th June, 2002 31st December, 2001
E%ESF  CHiHEE EBES EEE
Debt *Other Debt *Other
securities assets securities assets
EESvEMEE Other assets which have been
overdue for
ZEARULEEAER 6 months or less but
over 3 months - 1,077 - 2,01
NMEAMLEE-F 1 year or less but
over 6 months - 1,337 - 1,667
—FEHE Over 1 year - 2,625 - 2,599
- 5,039 - 6.277

* HutBEEE SRR
REEHFILE -

() BUREEERMRIRAETR

* Qther assets refer to trade bills and accrued interest,

(e) THE RECONCILIATION BETWEEN OVERDUE AND RESCHEDULED

e of LOANS AND NON-PERFORMING LOANS
—BBCF —EE-F
~B=+H tZA=+—"H

30th June, 2002  31st December, 2001

EREZRFNLZRFERR Gross advances to customers

ETrERYPER: and rescheduled loans which
have been overdue for over
three months :

BERP=EANLZEFER Gross advances to

B BBSEA N ENERF
B2 EH

BB EARNTERRE
SEAEREAEELE
SRIEPS &

FEAERAS

customers which

have been overdue for

over three months
Rescheduled advances

Less: Loans overdue over 3 months
and on which interest is
still being accrued

Add: Loans overdue for 3 manths or
less and on which interest
is being placed in suspense

or on which interest accrual

has ceased

Total non-performing loans

765,535 919,595
445,891 478,625
1,211,426 1,398,220
{125,384) (173,970)
170,119 125,545
1,256,161 1,348,795




( EREE
ERBEESTIRRZEF MR
TEERBEEARER —RME &
TREATTBERR: EREFNE
BEBLFRSHT OB KA
—HER IEEENBTHRERR
THENDTT MEARITHERZRL

(f) CROSS-BORDER CLAIMS
The information concerning cross-border claims has been classified

FRRR HE FHRTES

by the location of the counterparties after taking into account any
risk transfer. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country which is different
from that of the counterparty or if the claims are on an overseas
branch of a bank whose head office is located in another country.

—EE_FRXA=TH
30th June, 2002

FTRER
B S BiE
Banks and NEHE
other financial ~ Public sector Efp Bz
institutions entities Others Total
BT Macau 249,652 - 3603919 3,853,571
hE ARAME Peaple’s Republic of China 649,401 1,410 1,899,513 2,550,324
EHTGAR Other Asia Pacific 2,141,482 - 705335 2,846,817
=335 United States 1,711,033 - 357,653 2,068,686
EmERIEEER Other North and South American
countries 460,384 - 31,541 491,925
SEYE Middle East and Africa 653 - - 653
EE Germany 2,429,150 - - 2,429,150
HMEMBER Other European countries 7,580,177 - 179,694 7,759,871
15,221,932 1,410 6,777,655 22,000,997
—ZE—-4F+-A=+—H
31st December, 2001
RITRER
Ef e g
Banks and N
ather financial  Public sector Hh ek
institutions entities Others Total
2P Macau 223,871 - 3,368,775 3,592,646
REARERNE People's Republic of China 481,882 28,145 1,756,210 2,266,237
EEAR Other Asia Pacific 2,506,606 - 707,527 3,214,133
ZH United States 1,476,500 726,255 124,289 2,327 044
EmmERIZER Other North and South American

countries 1,004,937 - 30,677 1,035,614
SENSEY| Middle East and Africa 559 - 35 594
BN Europe 8,132,349 - 211,553 8,343,902
13,826,704 754,400 6,199.066 20,780,170
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WEFJ’T%E?[\\‘ EFREEREELEE
BENBEAZTRAL BELER

B

(9)

CURRENCY RISKS

The net positions or net structural positions in foreign currencies

are disclosed when each currency constitutes 10% or more of the

respective total net position or total net structural position in all

foreign currencies.

~E2EZF ZET-F
AAZ+H +-F=+—8
30th June, 2002 31st December, 2001
EP B Ep BE
BERBEERETR Equivalent in millions of HK$ Uss Total Us$ Total
HEAE Spot assets 13,154 19,792 13,525 19,294
RERE Spot fiabilities (11,771) (18,282) (12,179) (18,129)
BEEA Forward purchases 6,321 6,927 3,417 3,882
EHES Forward sales (7,469) (8,208) (4,642) (4,919)
REFE Net long positions 235 229 121 128
—EE_f£XAZ+H ZET-E+-A=+-E
30th June, 2002 31st December, 2001
ik BTE
BERBEATL Equivalent in Macau ey @ Macau T e
millions of HK$ Patacas Us$ Total Patacas US$ Total
EEtEEEE Net structural positions 399 136 535 320 136 456
RIEEE (h) MANAGEMENT OF RISKS

ARERHEBRRER BUAERK
%\H ERR RPEe BLARTS
2 VTHEZSERTREZESGRE
EEF” ZEEEHRT REEE
ENMEEFRL UWERZERRRE
FFELiELAE e

() EREREE
EERBRERRSEF RERT
HAR AREAEENER B
SREMAE TETARALE
B ERGCREAARTIRE
%ﬁﬂzé@ﬁﬁif“mﬁééé‘\
MHTEERRER

The Group has established policies and procedures for the control
and monitoring of credit risk, liquidity, capital and market risk,
which are reviewed regularly by the Credit Committee and the
Asset and Liability Management Committee ("ALMCQ") as delegated
by the Board of Directors. The internal auditors aiso perform regular

audits to ensure compliance with the policies and procedures.

(i) Credit risk management

Credit risk arises from the possibility that the counterparty in
a transaction may default. It arises from the lending, trade

finance, treasury, derivatives and

other activities undertaken

by the Group. The Board of Directors has delegated the Group's
credit risk management to the Credit Committee, which is
chaired by the Bank's Chairman and Chief Executive.
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(h) MANAGEMENT OF RISKS (Continued)

(i)

(i)

Credit risk management (Continued)

The credit risk management function is independent of the
business units. It oversees the implementation of credit policies
and ensures the quality of credit evaluation and approval.
Credit approval is conducted in accordance with the Group's
credit policy, which defines the credit extension criteria, the
credit approval and monitoring processes, the loan classification
system and provisioning policy. The credit policy also takes
into account the requirements of the Hong Kong Banking
Ordinance and guidelines issued by the HKMA with respect to
large exposures and provisioning requirements.

In evaluating the credit risk of the customers or counterparties,
their financial strength and repayment ability are always the
Group's primary considerations, though credit risk may be
mitigated by obtaining collateral from the customers or
counterparties. Concentration risks are monitored by adopting
proper risk control such as setting limits on large exposures in
relation to the Group's capital base.

Comprehensive guidelines to manage credit risk have been
laid down in the Group's Loaning Manual, which is regularly
reviewed and approved by the Credit Committee. The Loaning
Manual covers the delegated lending authorities, credit
extension criteria, credit monitoring process, loan classification
system, credit recovery and provisioning policy.

Liquidity management

The Group manages the liquidity structure of its assets, liabilities
and commitments so as to ensure that all Group operations
can meet their funding needs and that the statutory liquidity
ratio is complied with. As disclosed in note (a) above, the
Group's average liquidity ratio of 39.4% for the first half of
2002 is well above the statutory minimum ratio of 259%.

The Board of Directors reviews the current and prospective
funding requirements for all operations through regular review
of the liquidity ratio and the maturity mismatch profile. The
liquidity risk is managed by holding sufficient liquid assets
(e.g. cash and short term funds and securities) of appropriate
quality to ensure that short term funding requirements are
covered within prudent limits.

Adequate standby facilities are maintained to provide strategic
liguidity to meet unexpected and material cash outflow in the
ordinary course of business.
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(h) MANAGEMENT OF RISKS (Continued)
(iii) Capital management

(iv)

The Group's policy is to maintain a strong capital base to
support the development of the Group's business and to meet
the statutory capital adequacy ratio. As disclosed in note (a)
above, the Group's unadjusted and adjusted capital adequacy
ratio of 17.0% as at 30th June, 2002 is well above the statutory
minimum ratio of 8%,

Capital is allocated to the various activities of the Bank
depending on the risk taken by each business division. Where
the subsidiaries are directly regulated by other regulators, they
are required to maintain minimum capital according to these
regulators’ rules. Certain financial subsidiaries, as specified by
the HKMA, are subject to the HKMA's capital requirements for
its requlatory supervision purposes.

Market risk management

Market risk is the risk that changes in interest rates, foreign
exchange rates or equity and commodity prices will affect the
prices of financial instruments taken or held by the Group.
Financial instruments include foreign exchange contracts,
interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by ALMCO
which is made up of executive directors, the treasurer and
senior managers of the Group. ALMCO is responsible for
approving the policies relating to asset and liability
management and to review, monitor and control the operating
ratios and trading limits to ensure compliance.

Exposures are measured and monitored on the basis of principal
(or national) amount, outstanding position and stop-loss limit,
and are controlled and reviewed by ALMCO.

The Group adopts a prudent approach to managing its trading
portfolios, and reduces any excessive market risk by executing
offsetting transactions or hedging contracts with other market
counterparties. The Group therefore considers that any market
risk arising from its trading book is not material.

(i) COMPARATIVE FIGURES
In preparing this unaudited supplementary financial information,
certain comparative figures have been restated in accordance with
the new SSAP34.




R R INTERIM DIVIDEND

EEeEMEETHREERELE =8 11L- The Directors are pleased to declare an interim dividend of HK$0.37
WERHREER _EE_FNATH (B per share, to be paid on Thursday, 12th September, 2002 to
Hiy) Jﬁ?"‘%ﬁ_ TE_FENAREERRS shareholders whose names are on the Register of Members on 5th
MrEesRcRmE-. September, 2002.
HFkRHELAN CLOSING OF REGISTER OF MEMBERS
H-SE - FhhAZB(Ef—)2-28=F The Register of Members of the Bank will be closed from Monday,
NARB (2SN H EBRABEBEERN KT 2nd September, 2002 to Thursday, 5th September, 2002 both days
BEERERZBFEL -ABFELTZRE inclusive, during which period no transfer of shares can be registered.
MABFEVER_ZET-_FNA=TH(E In order to qualify for the above dividend, all transfers accompanied
BH) TFURIEEPREEREHKRER by the relevant share certificates must be lodged with the Bank's
EEREHERABR—\=Hef+sLt++t Registrars, Computershare Hong Kong Investor Services Limited, Shops
B—t——E—t—REBEATZRHEZE: 1712-1716, 17/F, Hopewell Centre, 183 Queen's Road Fast, Wanchai,
ERPRESELARATHEBBPLFENST  Hong Kong, for registration not later than 4:00 p.m. on Friday, 30th
ZERAREBBREZRE August, 2002.
FERFHER SUBSTANTIAL SHAREHOLDERS' INTERESTS
*Eﬁgigﬁﬁﬁﬁiﬂﬁ‘ BREBEREZRITK As at 30th June, 2002, save as mentioned under the section headed
BEETETN STERER _EE-F1AF “Directors’ and Chief Executive's Interests”, the Substantial Shareholder
:+ BRAERBTRAZESIT: of the Bank according to the Register of Substantial Shareholders’

Interests was as follows:

4 Name BN & Number of shares

BNY International Financing Corporation 73,300,000
FEERORTEEATENB L
A wholly owned subsidiary of The Bank of New York Company, Inc.)

BE-—ER-AANENAZTZBIT IR Pursuant to a shareholders' agreement dated 22nd August, 1996,
B 1% 3%  BNY International Financing Corporation » & BNY International Financing Corporation, Messrs Patrick Y B Fung
FHEE BEBEE - REAEBRAT YK and Michael Y S Fung, Po Ding Company Limited, YKF Trustee Holding
Trustee Holding ne R ZEEXBR L GIRER Inc. and Majestic Investment Company Limited agree to retain joint
BARBTEBRITRNEREIZ=TLERZ control over an aggregate of 37.5% of the share capital of the Bank.
BERnR-REES (RFRER) B LALE According to the Securities (Disclosure of Interests) Ordinance (*SD!
IRE R 5 R AR1100469380 A B TAR (D Ordinance"), the parties are, therefore, each deemed to be interested
EEER- in 110,046,938 shares of the Bank.




EFERTHREEER DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS
BEEERTRERERLE SEERTH As at 30th June, 2002, the Directors' and Chief Executive's Interests

BRR_FT_FA=THRERETRA in the share capital of the Bank according to the Register of Directors'
ZHEERMT: and Chief Executive's Interests were as follows:

BT 5 AR 8L Number of shares

e Name & A Personal Z FZ Family H b Other & 5T Total
SR Patrick Y B Fung 2,952,000 - 59,013,600 {1&2) 61,965,600 (4)
IRE Frank J Wang - ’ - 70,000 (1) 70,000
oAl 4 Michael Y S Fung 3,036,000 - 58,987,600 (1&2) 62,023,600 (4)
fmEE Louis C W Ho 100,000 60,000 58,987,600 (1&2) 59,147,600 {4}
ZHE Simon K Y Lee - - 193,800 (3) 193,800
b X Ambrose H C Lau 101,500 - - 101,500
wFe Ho Soo Ching 10,000 - - 10,000
st Notes:

(1) EEPEAR-NANABE=ZF+H-Z8Z—5= {1} On 10th March, 1994, 10th March, 2001 and 15th March, 2002 , the Board
AtEEZZEZTZEZATRERE—NNLTER approved the granting of certain share options to Directors and Executives of
)517 EEpsRRENE BTESRITHAER the Bank, pursuant to the Share Option Scheme adopted on 9th June, 1993,
i THESEEATIRRE: and the following Directors have accepted the following options:

—ANEF=ZE+H —EE-5=ZA+E ZEZE-F=A+IHH
RTRREZBRHEE STERELBHEE BTEREZRMNHEE R Z Rk
Number of shares in Number of shares in Number of shares in BE
options granted on options granted on options granted on Total number of
HE Name 10th March, 1994 10th March, 2001 15th March, 2002 shares in options
& Patrick Y B Fung 30,000 50,000 40,000 120,000
ITRE Frank J Wang - 40,000 30,000 70,000
BB Michael Y S Fung 24,000 40,000 30,000 94,000
E=E Louis C W Ho 24,000 40,000 30,000 94,000
—ANEUE=ZA+ERFZ2ERETR —Thﬂﬁi The options granted on 10th March, 1994 are exercisable between 10th March,
ZHAtBRE-_EENE=ZA A EHITE REE 1995 and Sth March, 2004 at a subscription price of HK$14.83 per share, the
AEREBURT —EE—E=-F+3FTF2R options granted on 10th March, 2001 are exercisable between 10th March,
ﬁﬂéTFA_gfi ZATREEZFE——5F=AN 2002 and 9th March, 2011 at a subscription price of HK$23.60 per share and
HERTE Efgxfﬁﬁmﬂx/%*mbgm BT BT _F the options granted on 15th March, 2002 are exercisable between 15th March,
SATEBE I RBREUR_EE=F-A+H 2003 and 14th March, 2012 at a subscription price of HK$26.30 per share.
HEZSE——_F-A-HEHFETE REBEEARSE
&R 26307T -
(2) ;E;EF‘58893 OO TVBRZBEREEEESEE M (2) 58,893,600 shares are held under various family trusts in which Messrs Patrick
EREBAREERAE EEBES MEER Y B Fung, Michael Y S Fung and Louis C W Ho's spouse together with their
ANEEzZFREEMAL respective issues and other persons are eligible beneficiaries.

(3 HEROGUIRLTFE ZEHBEREHEFHEAR (3)  Such shares were held through a corporation in which Mr Simon K Y Lee
oLz REE-REHBTRRERESR controlled more than one-third of the voting power and were transferred in
EMEEEZBEARZTHEX A March 2002 to a family trust in which Mr Simon K Y Lee's spouse is an eligible

beneficiary.
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS (Continued)

(4)  All shares and options are held by Messrs Patrick Y B Fung and Michael Y S
Fung, and shares under note (2), except for 10,639,200 shares held by a trust,
are parcel of the 110,046,938 shares of the Bank which are mentioned above in
the section headed "Substantial Shareholders’ Interests"”

Save as disclosed, none of the Directars, the Chief Executive and
their associates had any other beneficial interests in the securities of
the Bank or any of its associated corporations (within the meaning
of SDI Ordinance) at 30th June, 2002.

SHARE OPTION INFORMATION

Pursuant to the approved Share Option Scheme, the directors are
authorised, at their discretion, to invite certain executives, to take up
options to purchase ordinary shares in the Bank as incentive to them,
Prior to 1st September, 2001, the option price was 80% of the average
last dealt price on The Stock Exchange of Hong Kong Limited (“SEHK")
on the five business days immediately preceding the date of offer of
such options. After 1st September, 2001, the option price should be
at least the higher of:

(i) the closing price of the shares on the SEHK on the date of the
grant, which must be a trading day, and

(il the average closing price of the shares on the SEHK for the five
business days immediately preceding the date of grant.

The options must be held for at least one year and can be exercised
between the first and the tenth anniversaries of the date of grant.
The amount payable on acceptance of the share option was HK$1.
The share option scheme will be terminated on 9th June, 2003.

The maximum number of shares in respect of which options may be
granted under the Share Option Scheme may not exceed 5% of the
issued share capital of the Bank as at the date of approval of the
scheme. At 30th June, 2002, total number of ordinary shares available
for issue under the Share Option Scheme is 13,616,000 or 4.6% of
the issued share capital of the Bank.
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HERERE &) SHARE OPTION INFORMATION (Continued)

RIZE-_FRA=ZTH AFET2EERE At 30th June, 2002, the directors and employees of the Bank had the
ERERARTROBREZLERL T (Z2T following interest in option to purchase for the shares of the Bank
“TEXRB=ZTHERTEAERBLTT) - (market value per share at 30th June, 2002 is HK$25.85).

Eedhali

A TRI—A
BETHZ <ZBERME

“TEF BRME THUSE
—EEZx% +=-A Market Weighted
AB=E+8HZ =+—Bz2 2Tz value per  average closing
BiTHE RIDEE B8 share st price per share
30th June,  31st December, No.of REEE date of at preceding
2002 2001 =gt shares  Option  grant of day before
No. of shares No. of shares  Date granted  exercised price options exercise date
Ex Directors

B Patrick Y B Fung 30,000 30000 10/03/1994 - §1483  $18.25 -
50,000 50,000 10/03/2001 - $23.60 $29.00 -
40,000 - 15/03/2002 - $26.30 $26.30 -
IRE Frank J Wang 40,000 40,000 10/03/2001 - 2360 $29.00 -
30,000 - 15/03/2002 - $26.30 £26.30 -
HiRE Michael Y S Fung 24,000 24,000 10/03/1994 - $14.83 $18.25 -
40,000 40,000 10/03/2001 - $23.60 $29.00 -
30,000 - 15/03/2002 - $2630  $26.30 -
fER Louis C W Ho 24,000 24,000 10/03/1994 - $1483 $18.25 -
40,000 40,000 10/03/2001 - $23.60 $29.00 -
30,000 - 15/03/2002 - $26.30 $26.30 -
EMEE  Other Employees 24,000 24,000 10/03/1994 - $1483 $18.25 -
210,000 240,000 10/03/2001 30,000 $23.60 $29.00 $27.00
160,000 - 15/03/2002 - $26.30 $26.30 -

772,000 512,000 30,000
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SHARE OPTION INFORMATION (Continued)

The share options granted are not recognised in the accounts until
they are exercised. The option price of share options granted on 10th
March, 1994 for HK$14.83 was after adjustment of one for five
bonus issued in May 1997. The value per option granted in 2002 is
estimated at the date of grant using the Black-Scholes pricing mode!
was HK$7.96. The assumption used are as follows:

Risk-free interest rate (%0} 6.40
Expected life (in years) 9.50
Volatility (%) 31.91
Expected dividend yield (%) 4.50

The Bfack-Scholes option pricing model was developed for use in
estimating the fair value of traded options that have no vesting
restrictions and are fully transferable. [n addition, such option pricing
model requires input of highly subjective assumptions, including the
expected stock price volatility. Because the Bank's share options have
characteristics significantly different from those of traded options,
and because changes in the subjective input assumptions can
materially affect the fair value estimate, the Black-Scholes aption
pricing model does not necessarily provide a reliable measure of the
fair value of the share option.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Bank has complied throughout the period with the Code of Best
Practice as set out in the Listing Rules of The Stock Exchange of
Hong Kong Limited, except that a specified term was not fixed for
the appointment of Non-executive Directors.

AUDIT COMMITTEE

The Audit Committee of the Bank was formed in 1992. The committee
meets three times a year and its present members are Mr. Simon K'Y
Lee, Mr. Michael J Ranieri and Mr. Ho Soo Ching. The Audit Committee
is answerable to the Board and the principal duties of the Committee
include the review of the Bank's financial reporting and internal
controls.

COMPENSATION COMMITTEE

The Compensation Committee was formed in 1995. The Committee
meets once a year to evaluate and approve the remuneration policy
and package for the Chief Executive of the Bank. its composition is
shown on page 2.

PURCHASE, SALE OR REDEMPTION OF SHARES

There were no purchases, sales or redemptions by the Bank, or any of
its subsidiaries, of the Bank's shares during the six months ended
30th June, 2002.

@
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INTRODUCTION
We have been instructed by the Bank to review the interim financial
report set out on pages 7 to 28.

DIRECTORS' RESPONSIBILITIES

The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with the relevant provisions thereof and
Statement of Standard Accounting Practice 25 "Interim financial
reporting” issued by the Hong Kong Society of Accountants. The
interim financial report is the responsibility of, and has been approved
by, the directors.

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing
Standards 700 "Engagements to review interim financial reports”
issued oy the Hong Kong Society of Accountants. A review consists
principally of making enquiries of group management and applying
analytical procedures to the interim financial report and based
thereon, assessing whether the accounting policies and presentation
have been consistently applied unless otherwise disciosed. A review
excludes audit procedures such as tests of controls and verification
of assets, liabilities and transactions. It is substantially less in scope
than an audit and therefore provides a lower level of assurance than
an audit. Accordingly we do not express an audit opinion on the
interim financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we
are not aware of any material modifications that should be made to
the interim financial report for the six months ended 30th June,
2002.

KPMG
Certified Public Accountants

Hong Kong, 8th August, 2002
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